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Petroleum  Insecurity:  America's  Choice 


Our  nation's  economic  well-being  today  depends  on 
maintaining  secure  access  to  petroleum  supplies  at 
stable  prices.  If  domestic  oil  production  continues  to 
decline  and  demand  continues  to  grow,  the  U.S. 
increasingly  will  have  to  look  for  foreign  oil  to  meet 
its  needs. 

Two-thirds  of  the  world's  remaining  oil  reserves  are 
in  the  politically  volatile  Middle  East  where  wars 
have  already  been  fought  over  the  control  of  oil, 
where  the  U.S.  is  currently  occupying  by  force  the 
country  with  the  second  largest  proven  reserv^es,  and 
where  U.S.  foreign  and  military  policies  increasingly 
are  condemned.  The  vast  majority  of  proven  oil 
reserv'es  around  the  world  are  controlled  by  authori¬ 
tarian,  undemocratic  governments  with  poor  records 
of  advancing  human  rights  or  human  devel¬ 
opment  for  their  citizens. 

Within  these  trends  are  the  seeds  for  further 
violence  and  suffering.  Today,  we  in  the 
U.S.  face  a  choice;  continue  to  increase  our 
dependence  on  imported  oil  using  any 
means  necessary  to  secure  access  to  it, 
including  war  and  threats  of  war,  or, 
undertake  a  sustained,  national  mobilization 
to  free  us  from  oil  dependence  by  reducing 
consumption  and  investing  in  energy 
efficiency,  renewable  fuels,  and  public  and 
alternative  transportation. 

We  at  FCNL  advocate  the  latter.  By  reduc¬ 
ing  our  reliance  on  petroleum,  and  helping 
other  countries  (both  the  oil-rich  and  the  oil- 
poor)  do  the  same,  we  can  make  our  country 
safer,  our  economy  stronger,  and  our  world 
less  vulnerable  to  economic  crises  and  war. 


By  John  Hoivley,  energy  policy  consultant,  and 
Ned  Stowe,  FCNL  Senior  Legislative  Secretary 


Petroleum  and  Economic  Security 

Petroleum  is  not  just  another  form  of  energy.  The 
economic  prosperity  which  the  U.S.  has  enjoyed  for 
the  past  half  century  was  created  in  large  part 
thanks  to  cheap  oil.  Naturally  cxrcurring  and  abun¬ 
dant  (for  now),  relatively  easy  to  store  and  transport, 
oil  packs  a  lot  of  energy  per  pound.  This  makes  it 
especially  valuable  for  transportation.  Without  it, 
food  would  not  be  delivered  to  stores,  most  people 
could  not  get  to  work,  and  most  of  the  transporta¬ 
tion  system  would  shut  down.  Petroleum  products 
also  heat  many  homes  and  businesses,  provide  the 
raw  material  for  many  manufactured  products,  and 
fuel  the  generation  of  electricity. 


Oil  Consumption  for  Transportation 
Will  Drive  Future  Growth  in 
U.S.  Oil  Consumption  From  2002  to  2025^ 


Sector  Projected  Percent  Change  in  Oil  Consumption 

by  Sector,  2002-2025 
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We  at  FCNL  adxncate  the  latter.  By  reduc¬ 
ing  x)ur  reliance  un  petruleum,  and  helping 
other  countries  (both  the  oil-rich  and  the  oil- 
piH)r)  do  the  same,  xx  e  can  make  our  countrx 
safer,  our  economx  stronger,  and  our  xx’orld 
less  x'ulnerable  t(^  economic  crises  and  xxar. 


Bi/  joint  llowk’ii,  cnci}:^u  polici/  coii^iilhnil,  mtd 
Mod  Stour,  FCNL  Senior  /.(’y/s/a/zTc  Sirivlnry 
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The  FRIENDS  COMMITTEE  ON 
NATIONAL  LEGISLATION  (FCNL), 
a  nonpartisan  Quaker  lobby  in  the 
public  interest,  seeks  to  follow  the 
leadings  of  the  Spirit  as  it  speaks  for 
itself  and  for  like-minded  Friends. 
\’ie\vs  expressed  in  FCN'L's  lVas/;/;/_y'/on 
.\Vi(’s/cff(T  are  guided  b\-  the  Statement 
ctf  Legislati\  e  I’olicN  which  is  prepared 
and  approced  by  FCNL'.s  General 
Committee.  FCNL  includes  Friends 
appointed  b\'  20  Friends'  \earl\ 
meetings  and  b\'  stn  en  other  Friends' 
organizations  in  the  Lnited  States. 

[  Clerk:  Stephen  McNeil 
I  Assistant  Clerk:  Joanne  Rains  VNarner 
i  Executive  Secretary:  jw  \'olk 

The  FCSL  Washington  Scioslcttcr  is 
published  ten  times  a  \  ear  (monthly, 
with  July-August  and  NowmLx'i- 
December  combined  issues).  In 
addition,  a  \  oting  record  is  published 
annualK. 

The  \\'ashin^lO)i  NeirsUilcr  is  sent  free 
upon  rei.]uest  and  automaticalh  to  cur¬ 
rent  donors,  ^'our  cirntributions  are 
needed  to  support  I  CNI  .'s  lobbying 
and  education  work. 

'  Editor:  1  iz  Hofmeister 
Authors:  lohn  llowle\  and  Ned  Stowe 

1  Large  print  and  audiotape  versions  of 

the  W'lisliin^lon  Ncu'slclhr  are  ax  ailable 
upon  rei.]uest.  The  W'tisliiin^ton  Sru'sli’l- 
liT  is  av  ailable  in  microform  from  L'ni- 
\  ersiU  Microfilms  Internatiimal,  .Tt'l) 
North  /eeb  Road,  Dept.  I’.R.,  .Ann 
Arbor,  Ml  48106. 

Reprinting  Washington  \ctosU’ttcr 
items:  We  encourage  our  readers  to 
cop\  and  distribute  items  from  I  CNI.'s 
W'ashin;^lon  Scirslrttcr.  When  doing  so, 
please  include  tiu'  follow  ing  credit: 
"Reprinted  from  the  W'asliiih^ton 
Xt’irslcllcr,  [issue  #,  month  and 
\ear|  published  b\  the  Friends 
Committt.v  t>n  National 
Legislation." 

We  w  ould  appreciate  receix  ing  a  cop\ 
w  ith  a  brief  note  indicating  how  ,A\  here 
the  item  was  used  and  the  approximate 
numbers  of  ci>pies  disti  ibuted. 

Friends  Committee  on 
National  Legislation 

24s  Seci>nd  Street  NF 
Washington,  IK  2tM)02-s70s 
I  Phone:  202-^7-6000 

StK)-6.T0- 1.140 

I  Fax:202-447-6010 

I  egislativ  i‘  Actii>n  Message: 
202-447-4.44.4 
e-mail:  fcnht'fcni.org 
I  Website:  http://www.fcnl.org 

Printed  iin  recvcied  paper 
w  ith  so\  -based  ink. 


Growing  U.S.  Dependence  on  Oil  Imports' 
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U.S.  folionco  on  inipi)rtcd  ihl  has  grtnvn  as  fast  as  pt>liticians'  piDmises 
i)J  ''enc'fgy  indopondonco."  The  U.S.  is  tiio  world's  largest  eci>iioiTi\ 
and  biggest  consimier  oJ  petroleum — 23  percent  ot  world  cMnsimiption. 
Clil  is  the  drtminant  fuel  in  the  U.S.  energx'  market,  meeting  almost  40 
percent  ot  tcHal  U.S.  energ\  needs.  CurrentK,  the  U.S.  consumes  mt^re 
than  20  million  barrels  per  da\'  (mh/d).  B\'  2023,  if  nothing  chariges, 
the  U.S.  will  he  consuming  more  than  2<S  mh/d.' 

Iransportation  (personal  cars  atid  trucks,  freight  hauling,  airlines,  ship¬ 
ping,  and  railroads)  is  responsible  the  largest  ptniittn  ttf  U.S.  oil  con¬ 
sumption  hv  far,  and  it  is  the  fastest  growing  sector  in  terms  ot  t>il  con¬ 
sumption. 

In  IWS,  for  the  first  time,  the  U.S.  impv)rt(.'d  imu'e  than  half  ot  it>  oil 
needs,  and,  h\  2003,  the  U.S.  imported  more  than  30  percent.  U.S. 
domestic  oil  production  has  been  declining  since  its  peak  in  UCO  w  bile 
total  U.S.  oil  consumption  has  been  increasing  steadiK  since  the  mid- 
lOSOs.  B\  202^,  if  these  trends  continue,  the  U.S.  w  ill  need  to  import 
more  than  70  percent  of  its  needs. 


!  This  paper  is  the  first  of  two  focusing  on  U.S.  oil  dependence.  The 
I  second  paper  (forthcoming)  will  examine  the  relationship 
I  between  oil  dependence  and  global  climate  change,  public  health, 
j  and  the  environment. 
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Where  Do  U.S.  Oil  Imports  Come  From? 

Top  Oil  Exporting  Countries  to  the  U.S.  in  2002' 
(Thousands  of  Barrels  of  Crude  Oil 
and  Petroleum  Products  Per  Day) 
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C'hl  imports  dre  not  cliodp.  \Vr)rld  crude  oil  prices 
lire  lit  their  higliest  le\  el  in  more  tliiin  t\\  ent\’  \  eiirs. 
Lip  more  tlidii  3d  percent  since  201)3  when  the  Iraq 
Wiir  bep,iin.  in  Miirch  2004,  the  U.S.  spent  SI 3.8  bil¬ 
lion  on  oil  imports,  iimoimting  to  30  percent  ot  the 
ti'iide  deficit  for  that  month.  If  U.S.  oil 
imports  continue  dt  this  rdte  diid  price  for  d 
full  \edr,  the  U.S.  could  spend  more  tlidii  Sl03 
billion  on  oil  imports. - 

Dependence  on  imported  oil  is  \  er\'  riskv. 

The  flow  of  oil  from  oil-prodiicin^q  countries 
to  oil-coiisLiming  countries  cdii  be  disrupted 
b\  wedther,  dccidents,  trdiisportdtion  bredk- 
downs  or  shortdi;es,  mdiiipiildtion  b\  cdrtels, 
Liiiiinticipiited  incredses  in  denidiid,  Idbor 
strikes,  socidi  unrest,  sdbotipqe,  diid  wdr. 

When  shortipqes  occur,  the  price  .qoes  np.  If  j 

we  were  tdlkinq  dbont  pistdchios  or  broccoli, 
consumers  would  simply  biiN'  somethiiii;  else  1 
to  edt  diid  the  iidtiondl  econoiiw  \\  luild  be  ■ 

Liiiiiffected  bv  sliortdges  diid  price  spikes. 

I  lowe\  er,  becdiise  we  cdiinot  edsilv  ship  iisini; 
petroleimi  in  the  short-term,  onr  economy 
renidins  \  iilnerdble  to  the  infidtion,  Linem- 
plo\  nieiit,  iind  economic  insecLirit\-  thdt  d 
\  Lildtile,  imcertdin  i^lobdl  oil  nidrket  cdii  cdiise. 


Oil  and  the  U.S.  Militan/ 

2' 

1  rom  Britdin's  successful  gdinble  toconx  ert  its 
nd\  \'  from  codi  to  oil  on  the  e\  e  of  World  Wdr  I  to 
1  litler's  fiiiled  in\  dsion  of  the  Cducdsus  diid 
liipdii's  in\  dsion  of  the  South  I’dcific  in  World  Wdr 
11,  petroleum  hds  been  both  the  object  of  diid  the 
kev  to  successful  niilitdr\  conquests.  Simildrlv 
todiiv,  securing  globdl  oil  supplies  is  d  ke\  objectix  e 
of  U.S.  foreign  diid  militdrx-  policies,  diid  mdintdin- 
ing  iimple  oil  supplies  gi\  es  the  U.S.  go\  eminent 
the  Ciipdcitx  to  dssert  its  inteivsts  dround  the  world 
through  militiirx  force  when  it  so  chooses. 

Todiix,  troops,  tiinks,  combdt  direrdft,  tidiisport 
ships  iind  most  bdttle  ships  cdiinot  mo\  e  \\  ithout 
oil.  In  pedce  time,  the  U.S.  militdrv,  the  kirgest  oil¬ 
consuming  orgiini/dtion  in  the  world,  consumes 
dbout  1  It)  million  bdrrels  of  petroleum  products 
edch  \  edr  (more  thdii  one  percent  of  totdl  U.S. 
consumption).’  In  wdr,  the  U.S.  militdrx  consumes 
fiir  iiiLire  fuel.  The  Abrdms  \1  UA  tdiik  consumes  on 
d\  erdge  one  gdllon  of  fuel  for  e\  erv  six-tenths  of  d 
mile  it  trd\  els.“'  Hie  fuel-efficienc\  of  combdt 
direrdft  is  much  wiirse.  \o  militdrx  coiiinidiider 
xxdiits  to  limit  the  intensity  scdle,  or  durdtion  of 
militiirv  operdtions  becduse  of  d  kick  of  fuel,  diid  the 
U.S.  militdrx  hds  gone  to  gredt  lengths  to  iiidke  sure 
this  nex  er  hdppens. 

Where  Do  U.S.  Oil  Imports  Come  From?' 

Non-OPEC,  Arab  OPEC,  And  Non-Arab  OPEC  Suppliers 
to  the  U.S.  In  2002  (Thousands  of  Barrels  of  Crude  Oil 
and  Petroleum  Products  Per  Day) 
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The  FRIENDS  COMMITTEE  ON 
NATIONAL  LEGISLATION  (FCNL), 
a  nonpartisan  Quaker  lobby  in  the 
public  interest,  seeks  to  follow  the 
leadings  of  the  Spirit  as  it  speaks  for 
itself  and  for  like-minded  Friends. 
Views  expressed  in  FCNL's  Washington 
Neioslelter  are  guided  by  the  Statement 
of  Legislative  Policy  which  is  prepared 
and  approved  by  FCNL's  General 
Committee.  FCNL  includes  Friends 
appointed  by  26  Friends'  yearly 
meetings  and  by  seven  other  Friends' 
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U.S.  reliance  on  imported  oil  has  grown  as  fast  as  politicians'  promises 
of  "energy  independence."  The  U.S.  is  the  world's  largest  economy 
and  biggest  consumer  of  petroleum — 25  percent  of  world  consumption. 
Oil  is  the  dominant  fuel  in  the  U.S.  energy  market,  meeting  almost  40 
percent  of  total  U.S.  energy  needs.  Currently,  the  U.S.  consumes  more 
than  20  million  barrels  per  day  (mb/d).  By  2025,  if  nothing  changes, 
the  U.S.  will  be  consuming  more  than  28  mb/d.^ 

Transportation  (personal  cars  and  trucks,  freight  hauling,  airlines,  ship¬ 
ping,  and  railroads)  is  responsible  for  the  largest  portion  of  U.S.  oil  con¬ 
sumption  by  far,  and  it  is  the  fastest  growing  sector  in  terms  of  oil  con¬ 
sumption. 

In  1998,  for  the  first  time,  the  U.S.  imported  more  than  half  of  its  oil 
needs, *and,  by  2003,  the  U.S.  imported  more  than  56  percent.  U.S. 
domestic  oil  production  has  been  declining  since  its  peak  in  1970  while 
total  U.S.  oil  consumption  has  been  increasing  steadily  since  the  mid- 
1980s.  By  2025,  if  these  trends  continue,  the  U.S.  will  need  to  import 
more  than  70  percent  of  its  needs. 


This  paper  is  the  first  of  two  focusing  on  U.S.  oil  dependence.  The 
second  paper  (forthcoming)  will  examine  the  relationship 
between  oil  dependence  and  global  climate  change,  public  health, 
and  the  environment. 
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Where  Do  U.S.  Oil  Imports  Come  From? 

Top  Oil  Exporting  Countries  to  the  U.S.  in  2002^ 

(Thousands  of  Barrels  of  Crude  Oil 
and  Petroleum  Products  Per  Day) 


621 


Oil  imports  are  not  cheap.  World  crude  oil  prices 
are  at  their  highest  level  in  more  than  twenty  years, 
up  more  than  50  percent  since  2003  when  the  Iraq 
war  began.  In  March  2004,  the  U.S.  spent  $13.8  bil¬ 
lion  on  oil  imports,  amounting  to  30  percent  of  the 
trade  deficit  for  that  month.  If  U.S.  oil 
imports  continue  at  this  rate  and  price  for  a 
full  year,  the  U.S.  could  spend  more  than  $165 
billion  on  oil  imports.^ 


Oil  and  the  U.S.  Military 

From  Britain's  successful  gamble  to  convert  its 
navy  from  coal  to  oil  on  the  eve  of  World  War  I  to 
Hitler's  failed  invasion  of  the  Caucasus  and 
Japan's  invasion  of  the  South  Pacific  in  World  War 
II,  petroleum  has  been  both  the  object  of  and  the 
key  to  successful  military  conquests.  Similarly 
today,  securing  global  oil  supplies  is  a  key  objective 
of  U.S.  foreign  and  military  policies,  and  maintain¬ 
ing  ample  oil  supplies  gives  the  U.S.  government 
the  capacity  to  assert  its  interests  around  the  world 
through  military  force  when  it  so  chooses. 

Today,  troops,  tanks,  combat  aircraft,  transport 
ships  and  most  battle  ships  cannot  move  without 
oil.  In  peace  time,  the  U.S.  military,  the  largest  oil¬ 
consuming  organization  in  the  world,  consumes 
about  110  million  barrels  of  petroleum  products 
each  year  (more  than  one  percent  of  total  U.S. 
consumption).^  In  war,  the  U.S.  military  consumes 
far  more  fuel.  The  Abrams  MIA  tank  consumes  on 
average  one  gallon  of  fuel  for  every  six-tenths  of  a 
mile  it  travels."^  The  fuel-efficiency  of  combat 
aircraft  is  much  worse.  No  military  commander 
wants  to  limit  the  intensity,  scale,  or  duration  of 
military  operations  because  of  a  lack  of  fuel,  and  the 
U.S.  military  has  gone  to  great  lengths  to  make  sure 
this  never  happens. 

Where  Do  U.S.  Oil  Imports  Come  From?' 

Non-OPEC,  Arab  OPEC,  And  Non-Arab  OPEC  Suppliers 
to  the  U.S.  In  2002  (Thousands  of  Barrels  of  Crude  Oil 
and  Petroleum  Products  Per  Day) 


Dependence  on  imported  oil  is  very  risky. 

The  flow  of  oil  from  oil-producing  countries 
to  oil-consuming  countries  can  be  disrupted 
by  weather,  accidents,  transportation  break¬ 
downs  or  shortages,  manipulation  by  cartels, 
unanticipated  increases  in  demand,  labor 
strikes,  social  unrest,  sabotage,  and  war. 

When  shortages  occur,  the  price  goes  up.  If 
we  were  talking  about  pistachios  or  broccoli, 
consumers  would  simply  buy  something  else 
to  eat  and  the  national  economy  would  be 
unaffected  by  shortages  and  price  spikes. 
However,  because  we  cannot  easily  stop  using 
petroleum  in  the  short-term,  our  economy 
remains  vulnerable  to  the  inflation,  unem¬ 
ployment,  and  economic  insecurity  that  a 
volatile,  uncertain  global  oil  market  can  cause. 


*  Algeria,  Iran, 
Iraq,  Kuwait, 
Libya,  Qatar, 
Saudi  Arabia, 
United  Arab 
Emirates 

**  Indonesia, 
Nigeria, 
Venezuela 


Page  4 


FCNL  Washington  Newsletter,  June  2004 


Oil  Dollars  and  Economic  Security 

At  present,  the  world  seems  to  have  an  endless 
desire  for  dollars.  This  strong  demand  for  U.S. 
currency  allows  the  U.S.  to  run  huge  trade  and 
budget  deficits.  Part  of  the  dollar's  secret  lies 
in  the  fact  that  the  world  oil  trade  is  conducted 
entirely  in  dollars.  Anyone  who  wants  to  buy 
oil,  such  as  China,  Japan,  or  Europe,  must  first 
acquire  dollars  to  pay  for  it.  This  has  helped 
insulate  the  U.S.  economy  from  exchange  rate 
fluctuations  in  the  world  economy.  But  swings 
in  the  dollar's  value  affect  oil-exporting 
countries.  In  2003,  the  dollar  declined  by 
about  one-fifth  against  the  euro.  When  OPEC 
countries  import  goods  from  Europe,  their 
dollars  do  not  go  as  far.  From  OPEC's  point  of 
view,  the  recent  oil  price  increases  have  been 
necessary  to  regain  the  lost  purchasing  power 
of  its  member  countries. 

What  would  happen  if  the  oil  trade  were  shift¬ 
ed  into  other  currencies?  Reportedly,  some 
members  of  OPEC  have  considered  this.'’ 
Although  at  present  it  seems  unlikely  that 
OPEC  would  do  this  to  their  biggest  customer, 
if  it  did,  the  value  of  the  dollar  would  likely 
crash  as  everyone  around  the  world  rushed  to 
exchange  their  dollars.  Inflation  would  soar, 
and  then  interest  rates  and  unemplovment. 
The  U.S.  could  plunge  into  recession. 


For  decades  now,  the  U.S.  go\  ernment  has  charged 
its  military  planners  with  developing  and  imple¬ 
menting  strategies  to  ensure  access  to  foreign  oil 
supplies.  For  the  military  today,  this  is  no  small 
challenge,  as  most  of  the  remaining  prov  en  oil 
reserves  are  to  be  found  in  the  strife-torn  Middle 
East. 

The  strategic  challenge  is  compounded  further  by 
the  physical  vulnerability  of  the  petroleum 
production,  transpi^rt,  and  storage  svstems. 
Highways,  seagoing  tankers,  storage  tanks,  long 
pipelines  across  international  frontiers,  and  remote 
production  facilities  are  highly  vulnerable  to  attack 
by  determined  adv  ersaries.  For  example.  Middle 


East  expert  Robert  Baer  observes,  "The  most 
vulnerable  point  and  the  most  spectacular  target  in 
the  Saudi  oil  system  is  the  Abqaiq  complex.  .  .  For 
the  first  two  months  after  a  moderate  to  severe 
attack  on  Abqaiq,  production  there  would  slow  from 
an  av'erage  of  6.8  million  barrels  a  day  to  1  million 
barrels,  a  loss  equivalent  to  one  third  of  America's 
daily  consumption  of  crude  oil."^’ 

For  decades,  U.S.  taxpayers  have  been  paying  a  high 
price  to  protect  the  flow  of  oil  from  the  Persian  Gulf 
and  other  oil-rich  regions.  Although  the  Pentagon 
does  not  provide  specific  information  about  the  mili¬ 
tary  cost  of  protecting  Persian  Gulf  oil,  estimates 
range  from  23  cents  to  $1  per  gallon  of  oil  exported 
from  that  region.^ 

Now,  with  the  war  in  Iraq,  which  sits  atop  the  sec¬ 
ond  largest  proven  oil  reserves  in  the  vv'orld,  the  mil¬ 
itary  cost  and  challenge  of  securing  oil  in  the 
region — measured  in  both  blood  and  treasure — has 
skyrocketed.  Anthony  Cordesman,  a  leading  Mid¬ 
dle  East  secLiritv  expert,  believes  continuing  the  pre¬ 
sent  U.S.  military  strategy  in  the  Middle  East  will 
require  doubling  the  U.S.  military  budget  from  $400 
billion  to  $800  billion  per  year.^ 

Global  Oil  Demand  Is  Growing. 

Will  Supplies  Groza,  Too? 

All  totaled,  today,  the  world  is  consuming  a  little 
more  than  80  mb/d  (20  billion  barrels  per  vear).  By 
2025,  global  demand  is  expected  to  grow  by  more 
than  30  percent  to  121  mb/d  (44  billion  barrels  per 
year).  Increasing  demand  in  the  U.S.  and  in  China 
and  other  developing  countries  in  Asia  are  expected 
to  account  for  60  percent  of  the  growth  in  demand 
through  2023.  Where  will  the  additional  40  mb/d 
come  from? 

It  is  uncertain  that  enough  new  oil  will  be  discov¬ 
ered  to  meet  this  demand.  Although  the  U.S.  Geo¬ 
logical  Survey,  the  U.S.  Department  of  Energv,  and 
the  oil  industry  express  confidence  that  about  3  tril¬ 
lion  barrels  of  oil  remain  to  be  exploited  around  the 
world,  of  which  about  one-third  are  counted  as 
"proven"  reserves  at  today's  prices,  skeptics  point 
out  that  production  at  most  major  oil  fields  has 
already  peaked  or  soon  will.  Many  new  huge  dis- 
cov  eries— each  on  the  order  of  several  billions  of  bar 
rels — will  be  needed  just  to  replace  declining  pro- 
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duction  from  aging  fields,  let  alone  to 
meet  increased  demand.  Skeptics 
observ  e  that  there  hav  e  been  few  dis¬ 
coveries  of  this  magnitude  in  recent 
decades.  Many  predict  a  peak  in 
world  oil  production  sometime 
betw'een  2010  and  2020.^^ 

Oil:  A  Future  Source  of 
Conflict  With  China? 


With  the  accelerating  infusion  of  for¬ 
eign  capital  and  technology,  growing 
foreign  reserv  es,  and  a  large  surplus  of 
labor,  China  is  fast  becoming  a  major 
industrial  power.  Its  economy  grew 
by  more  than  nine  percent  in  2003,  and 
is  expected  to  become  the  third  largest 
in  the  world  bv  2015.  Auto  sales  and 
highway  construction  are  growing  at 
an  astounding  rate;  2  million  new  cars 
were  sold  last  year,  up  75  percent  over 

2002. ^'’  Demand  for  electricity  has 
exceeded  supply  in  many  new  indus¬ 
trial  areas,  leading  to  blackouts  and  a 
subsequent  rapid  rise  in  purchases  of 
diesel-fueled  generators.  As  a  consequence,  China's 
demand  for  oil  grew  bv^  11.4  percent  to  5.5  mb/d  in 

2003,  and  it  surpassed  Japan  to  become  the  world's 
second  largest  oil  consumer  after  the  U.S.^*  China  is 
on  track  to  exceed  6.0  mb/d  in  2004. 


Where  Are  the  Remaining  Proven  Oil  Reserves?^ 

January  2004  (Billions  of  Barrels) 

All  Others 
21 


only  China  has  the  potential  to  become  a  military 
riv^al  of  the  U.S.  With  its  growing  technological 
capacity,  large  population,  and  rapid  industrial 
growth,  China  ev  entually  will  have  the  potential  to 
assert  its  power  militarily  in  East  Asia  and  to  chal¬ 
lenge  U.S.  military  dominance  there,  if  it  chooses  to 
do  so. 


China  is  not  only  an  emerging  economic  competitor 
to  the  U.S.  With  the  collapse  of  the  Soviet  Union, 


Poorest  Countries  Harmed  the  Most 

High  oil  prices  hav'e  a  bigger  impact  on  oil¬ 
importing  developing  countries  than  on  more 
dev'eloped  oil-importing  countries,  according 
to  the  International  Energy  Agency.  If  oil 
prices  rise  from  $25  to  $35  per  barrel  and  stay 
at  that  price  for  a  prolonged  period  (the  price 
as  of  mid-May  2004  was  approaching  $40),  the 
economic  growth  rate  in  the  poorest  countries 
could  be  cut  by  as  much  as  two  percent; 
India's  growth  rate  could  shrink  one  percent; 
while  U.S.  economic  growth  would  slow  by 
less  than  half  a  percent.^^ 


However,  China  has  an  "Achilles'  heel":  it  does  not 
hav  e  the  large  petroleum  reserv'es  it  needs  to  fuel  its 
rising  economic  power.  In  2003,  China  imported  35 
percent  of  its  petroleum  needs;  by  2025,  China's 
overall  demand  for  oil  is  expected  to  almost  double, 
and  it  will  need  to  import  more  than  three-fourths  of 
its  needs  (8.6  mb/d) 

Like  the  U.S.,  China  is  looking  to  the  Middle  East  for 
its  future  supply  while  also  scouring  the  world  from 
Africa  to  the  Caspian  Basin  to  Russia.  Howev  er, 
China's  dependence  on  imported  oil  will  leave  it 
strategically  vulnerable  in  a  military  confrontation 
with  the  U.S.— a  fact  that  is  likely  of  key  interest  for 
military  planners  in  both  countries.  The  U.S.  mili- 
tarv  currentlv  dominates  the  sea  lanes  and  skies. 


Page  4 


FCNL  Washington  Newsletter,  June  2004 


Oil  Dollars  and  Economic  Security 

At  present,  the  world  seems  to  have  an  endless 
desire  for  dollars.  This  strong  demand  for  U.S. 
currency  allows  the  U.S.  to  run  huge  trade  and 
budget  deficits.  Part  of  the  dollar's  secret  lies 
in  the  fact  that  the  world  oil  trade  is  conducted 
entirely  in  dollars.  Anyone  who  wants  to  buy 
oil,  such  as  China,  Japan,  or  Europe,  must  first 
acquire  dollars  to  pay  for  it.  This  has  helped 
insulate  the  U.S.  economy  from  exchange  rate 
fluctuations  in  the  world  economy.  But  swings 
in  the  dollar's  value  affect  oil-exporting 
countries.  In  2003,  the  dollar  declined  by 
about  one-fifth  against  the  euro.  When  OPEC 
countries  import  goods  from  Europe,  their 
dollars  do  not  go  as  far.  From  OPEC's  point  of 
view,  the  recent  oil  price  increases  have  been 
necessary  to  regain  the  lost  purchasing  power 
of  its  member  countries. 

What  would  happen  if  the  oil  trade  were  shift¬ 
ed  into  other  currencies?  Reportedly,  some 
members  of  OPEC  have  considered  this.^ 
Although  at  present  it  seems  unlikely  that 
OPEC  would  do  this  to  their  biggest  customer, 
if  it  did,  the  value  of  the  dollar  would  likely 
crash  as  everyone  around  the  world  rushed  to 
exchange  their  dollars.  Inflation  would  soar, 
and  then  interest  rates  and  unemployment. 
The  U.S.  could  plunge  into  recession. 


For  decades  now,  the  U.S.  government  has  charged 
its  military  planners  with  developing  and  imple¬ 
menting  strategies  to  ensure  access  to  foreign  oil 
supplies.  For  the  military  today,  this  is  no  small 
challenge,  as  most  of  the  remaining  proven  oil 
reserves  are  to  be  found  in  the  strife-torn  Middle 
East. 

The  strategic  challenge  is  compounded  further  by 
the  physical  vulnerability  of  the  petroleum 
production,  transport,  and  storage  systems. 
Highways,  seagoing  tankers,  storage  tanks,  long 
pipelines  across  international  frontiers,  and  remote 
production  facilities  are  highly  vulnerable  to  attack 
by  determined  adversaries.  For  example.  Middle 


East  expert  Robert  Baer  observes,  "The  most 
vulnerable  point  and  the  most  spectacular  target  in 
the  Saudi  oil  system  is  the  Abqaiq  complex. . .  For 
the  first  tw^o  months  after  a  moderate  to  severe 
attack  on  Abqaiq,  production  there  would  slow  from 
an  average  of  6.8  million  barrels  a  day  to  1  million 
barrels,  a  loss  equivalent  to  one  third  of  America's 
daily  consumption  of  crude  oil."^ 

For  decades,  U.S.  taxpayers  have  been  paying  a  high 
price  to  protect  the  flow  of  oil  from  the  Persian  Gulf 
and  other  oil-rich  regions.  Although  the  Pentagon 
does  not  provide  specific  information  about  the  mili¬ 
tary  cost  of  protecting  Persian  Gulf  oil,  estimates 
range  from  25  cents  to  $1  per  gallon  of  oil  exported 
from  that  region.^ 

Now,  with  the  war  in  Iraq,  which  sits  atop  the  sec¬ 
ond  largest  proven  oil  reserv^es  in  the  world,  the  mil¬ 
itary  cost  and  challenge  of  securing  oil  in  the 
region — measured  in  both  blood  and  treasure — has 
skyrocketed.  Anthony  Cordesman,  a  leading  Mid¬ 
dle  East  security  expert,  believes  continuing  the  pre¬ 
sent  U.S.  military  strategy  in  the  Middle  East  will 
require  doubling  the  U.S.  military  budget  from  $400 
billion  to  $800  billion  per  year.^ 

Global  Oil  Demand  Is  Growing. 

Will  Supplies  Grow,  Too? 

All  totaled,  today,  the  world  is  consuming  a  little 
more  than  80  mb/d  (29  billion  barrels  per  year).  By 
2025,  global  demand  is  expected  to  grow  by  more 
than  50  percent  to  121  mb/d  (44  billion  barrels  per 
year).  Increasing  demand  in  the  U.S.  and  in  China 
and  other  developing  countries  in  Asia  are  expected 
to  account  for  60  percent  of  the  growth  in  demand 
through  2025.  Where  will  the  additional  40  mb/d 
come  from? 

It  is  uncertain  that  enough  new  oil  will  be  discov¬ 
ered  to  meet  this  demand.  Although  the  U.S.  Geo¬ 
logical  Survey,  the  U.S.  Department  of  Energy,  and 
the  oil  industry  express  confidence  that  about  3  tril¬ 
lion  barrels  of  oil  remain  to  be  exploited  around  the 
world,  of  which  about  one-third  are  counted  as 
"proven"  reser\'es  at  today's  prices,  skeptics  point 
out  that  production  at  most  major  oil  fields  has 
already  peaked  or  soon  will.  Many  new  huge  dis¬ 
coveries— each  on  the  order  of  several  billions  of  bar¬ 
rels — will  be  needed  just  to  repJace  declining  pro- 
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Where  Are  the  Remaining  Proven  Oil  Reserves?^ 

January  2004  (Billions  of  Barrels) 

All  Others 
21 


duction  from  aging  fields,  let  alone  to 
meet  increased  demand.  Skeptics 
observ^e  that  there  have  been  few  dis¬ 
coveries  of  this  magnitude  in  recent 
decades.  Many  predict  a  peak  in 
world  oil  production  sometime 
between  2010  and  2020.^ 

Oil:  A  Future  Source  of 
Conflict  With  China? 

With  the  accelerating  infusion  of  for¬ 
eign  capital  and  technology,  growing 
foreign  reserves,  and  a  large  surplus  of 
labor,  China  is  fast  becoming  a  major 
industrial  power.  Its  economy  grew 
by  more  than  nine  percent  in  2003,  and 
is  expected  to  become  the  third  largest 
in  the  world  by  2015.  Auto  sales  and 
highway  construction  are  growing  at 
an  astounding  rate;  2  million  new  cars 
were  sold  last  year,  up  75  percent  over 

2002. ^^^  Demand  for  electricity  has 
exceeded  supply  in  many  new  indus¬ 
trial  areas,  leading  to  blackouts  and  a 
subsequent  rapid  rise  in  purchases  of 
diesel-fueled  generators.  As  a  consequence,  China's 
demand  for  oil  grew  by  11.4  percent  to  5.5  mb/ d  in 

2003,  and  it  surpassed  Japan  to  become  the  world's 
second  largest  oil  consumer  after  the  U.S.^^  China  is 
on  track  to  exceed  6.0  mb/d  in  2004. 


only  China  has  the  potential  to  become  a  military 
rival  of  the  U.S.  With  its  growing  technological 
capacity,  large  population,  and  rapid  industrial 
growth,  China  eventually  will  have  the  potential  to 
assert  its  power  militarily  in  East  Asia  and  to  chal¬ 
lenge  U.S.  military  dominance  there,  if  it  choruses  to 
do  so. 


China  is  not  only  an  emerging  economic  competitor 
to  the  U.S.  With  the  collapse  of  the  Soviet  Union, 


Poorest  Countries  Harmed  the  Most 

High  oil  prices  have  a  bigger  impact  on  oil¬ 
importing  developing  countries  than  on  more 
developed  oil-importing  countries,  according 
to  the  International  Energy  Agency.  If  oil 
prices  rise  from  $25  to  $35  per  barrel  and  stay 
at  that  price  for  a  prolonged  period  (the  price 
as  of  mid-May  2004  was  approaching  $40),  the 
economic  growth  rate  in  the  poorest  countries 
could  be  cut  by  as  much  as  two  percent; 
India's  growth  rate  could  shrink  one  percent; 
while  U.S.  economic  growth  would  slow  by 
less  than  half  a  percent.^^ 


However,  China  has  an  "Achilles'  heel":  it  does  not 
have  the  large  petroleum  reserves  it  needs  to  fuel  its 
rising  economic  power.  In  2003,  China  imported  35 
percent  of  its  petroleum  needs;  by  2025,  China's 
overall  demand  for  oil  is  expected  to  almost  double, 
and  it  will  need  to  import  more  than  three-fourths  of 
its  needs  (8.6  mb/d) 

Like  the  U.S.,  China  is  kx)king  to  the  Middle  East  for 
its  future  supply  while  also  scouring  the  world  from 
Africa  to  the  Caspian  Basin  to  Russia.  However, 
China's  dependence  on  imported  oil  will  leave  it 
strategically  vulnerable  in  a  military  confrontation 
with  the  U.S.— a  fact  that  is  likely  of  key  interest  for 
military  planners  in  both  countries.  The  U.S.  mili¬ 
tary  currently  dominates  the  sea  lanes  and  skies. 
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Human  Development  Lags 
in  Middle  East  and 
North  Africa  Region 

Human  dev^elopment  indicators  remain 
disappointing  in  the  Middle  East  and  North 
Africa  (MENA)  region,  according  to  the 
World  Bank.  Literacy:  MENA  lags  behind 
Latin  America  and  Asia.  Gender:  Girls' 
literacy  ranks  with  sub-Saharan  Africa,  the 
world's  poorest  region.  Unemployment:  Rates 
are  higher  than  any  other  region. 
Demoj^rapliics:  In  most  MENA  countries,  half 
the  population  is  under  25  years  old. 
Ecofiomics:  Access  to  surplus  oil  revenues 
allows  governments  to  avoid  needed  reforms 
to  create  self-sustaining  economic  growth. 
Human  rights:  The  records  of  most  MENA 
governments  are  poor;  torture  and  lack  of 
due  process  are  common.  Conflict:  Higher 
levels  of  conflict  occur  than  in  other 
regions — from  the  Israeli-Palestinian  conflict, 
to  the  U.S.  occupation  of  Iraq,  the  conflict  in 
Afghanistan,  and  growing  violence 
throughout.'^ 


For  Oil-Dependent  Countries, 

All  Roads  Lead  Back  to  the  Persian  Gulf 

The  Financial  Times  reports  that  "Oil  executives 
accept  that  few  big  finds  remain  to  be  made  and  that 
the  future  will  be  increasingly  dictated  bv  the  lead¬ 
ers  in  the  Middle  East,  who  maintain  a  tight  grip  on 
most  of  the  world's  vet-to-be-exploited  fields. 
Meanwhile  the  trusted  old  reser\'es  of  the  U.S.  Gulf, 
Alaska  and  the  North  Sea  are  showing  signs  of 
age."'"'  About  60  percent  of  the  world's  remaining 
prox  en  oil  reserx  es  are  controlled  bv  Persian  Gulf 
governments,  and,  of  these,  Saudi  Arabia  controls 
the  most  by  far.  Not  only  is  most  of  the  world's 
remaining  known  oil  found  here,  but  the  oil  is  also 
the  cheapest  in  the  world  to  produce. 

Based  on  projections  of  grovx  ing  oil  demand  in  the 
U.S.  and  around  the  xvorld,  the  Energy  Information 
Agency  (ElA)  projects  that  oil  production  in  Persian 


Gulf  countries  will  need  to  more  than  double  by 
2025,  as  will  U.S.  oil  imports  from  the  region. 

OPEC's  share  of  total  world  oil  exports  will  need  to 
increase  from  44  percent  in  2001  to  more  than  60  per¬ 
cent  in  2025. 

This  large  increase  in  output  will  not  be  possible 
without  significant  new  inx  estment  in  the  oil  pro¬ 
duction  capacities  in  the  region.  Since  the  1970s, 
when  oil  production  was  nationalized  throughout 
the  region,  many  of  the  gox  ernments  there  decided 
not  to  inx'est  significantly  in  expanding  their  produc¬ 
tion  capacitx^  spending  the  oil  revenues  instead  on 
military  hardware,  public  works,  social  programs,  or 
the  personal  enrichment  of  the  ruling  families.  As  a 
consequence,  the  region's  output  can  be  doubled 
only  if  there  is  a  significant  infusion  of  foreign  capi¬ 
tal  and  expertise— mainly  from  U.S.,  European,  Russ¬ 
ian,  or  Chinese  oil  companies. 

Will  the  Persian  Gulf  and  OPEC  regimes  cooperate? 
They  hax'e  their  own  interests  to  pursue,  which  may 
not  coincide  xvith  the  interests  of  oil-importing  coun¬ 
tries.  They  are  interested  in  keeping  supplies  tight 
and  prices  high — though  not  so  high  that  people 
stop  consuming  their  oil.  They  are  not  interested  in 
expanding  their  capacitv  too  quickly. 

What  will  they  do  with  their  oil  rex  enues?  Most  are 
relatix  elv  closed  and  highly  controlled  societies. 
Many  of  the  regimes  are  undemocratic  and  oppres- 
six  e.  Often  they  hax'e  used  their  oil  rex  enues  to  buy 
weapons  to  threaten  or  intimidate  their  neighbors. 


Oil  Wealth  Rarely  Trickles  Down 

"Africa  provides  a  stark  example  of  the  per- 
x  erse  effects  of  oil,  documented  in  recent 
reports  by  two  charities,  UK-based  Christian 
Aid  and  U.S.-  based  Catholic  Relief  Serx  ices. 
Oil  has  tended  to  concentrate  wealth  and 
power  in  the  hands  of  elites,  fuel  pox'erty, 
impede  democracy,  and  make  conflict  more 
likely.  It  raises  expectations,  encourages  irre¬ 
sponsible  spending,  crowds  out  other  econom¬ 
ic  actix  ity  and  undoes  planning  as  world 
prices  rise  and  fall."''’ 
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and,  in  the  past,  Libya,  Iran,  and  Iraq 
have  pursued  the  development  of 
weapons  of  mass  destruction.  They  dis¬ 
agree  strongly  with  U.S.  policies  in  the 
Israeli-Palestinian  conflict  and  in  Iraq. 

What  do  the  people  on  the  "Arab  street" 
think?  Popular  sentiment  in  the  region  is 
becoming  increasingly  bitter  against  both 
the  ruling  regimes  and  U.S.  foreign  poli¬ 
cies  in  the  region.  Human  rights  and  pro¬ 
democracy  acti\'ists  decry  the  oppressi\’e, 
undemocratic  regimes  which  ha\’e  been 
empowered  by  oil  money  from  the  U.S. 
and  the  West.  Meanwhile,  violent 
extremist  groups  such  as  al  Qaeda  hax  e 
found  fertile  ground  for  recruitment  and 
have  tapped  into  widespread  social  dis¬ 
content.  They  are  angered  by  what  they 
see  as  a  morally  corrupt,  historic  collusion 
between  the  ruling  regimes  and  Western 
powers,  fueled  by  oil  money. 


Average  Total  Gasoline  Taxes  Per  Gallon 
in  Selected  Countries 


U.S. 

Australia 

Spain 

Germany 

France 

UK 


$0.39 

$0.73  1 

$1.89  I 

I 

I _ 

$2.68 


$2.79 


$3.33 


Source;  International  Energy  Agency 


As  a  consequence,  the  interests  of  the  oil¬ 
consuming  countries  and  Middle  East  oil-producers 
could  dix  erge  sharply,  and,  as  the  U.S.  and  the  rest 
of  the  xvorld  learned  in  the  1970s  and  the  1980s,  the 
oil  spigot  can  be  constricted  or  ex  en  turned  off  with 
dex  astating  economic  effects  by  either  the 
coordinated  action  of  hostile  gox  ernments  or  by 
regional  xvar.  This  could  happen  again  for  any  of  a 
X  arietv  of  reasons. 

Progress  to  Reduce  Oil 
Dependence  Stalled 

Although  it  still  uses  much  more  oil  than  others,  the 
U.S.  is  nonetheless  much  less  oil  dependent  than  it 
xvas  three  decades  ago.  As  a  result  of  the  oil  shocks 
of  the  1970s  xvhen  producers  in  the  Persian  Gulf  cut 
the  supply  of  oil  and  the  price  skyrocketed,  the  U.S. 
has  made  great  progress  in  using  oil  more  efficiently. 
The  economic  recession  that  resulted  from  the  price 
shocks  reduced  oil  consumption  throughout  the 
economy.  Homeowners  and  landlords  switched 
from  oil  to  gas  heat.  Manufacturers  and  utilities  cut 
back  on  burning  petroleum  to  run  factories  and  gen¬ 
erate  electricity.  Congress  ordered  domestic  auto 
manufacturers  to  dramatically  increase  the  fuel  effi¬ 
ciency  of  cars  they  produced  x  ia  corporate  average 


fuel  efficiency  (CAFE)  standards.  It  also  lowered 
highway  speed  limits  to  55  miles  per  hour.  And,  the 
economy  shifted  from  energy-intensix  e  manufactur¬ 
ing  to  less  energy-intensix  e  serx  ices. 


End  the  SUV  Business  Tax  Loophole 

From  Taxpayers  for  Common  Sense:  "By  tak¬ 
ing  advantage  of  a  loophole  in  the  tax  code, 
small  business  owners  can  deduct  the  full  cost 
of  a  SUV  from  their  taxes.  The  provision, 
which  allows  deductions  up  to  $100,000  on 
any  vehicle  heavier  than  6,000  pounds,  was 
originally  intended  to  benefit  farmers,  who 
employ  pickups  and  other  heavy  x  ehicles  on  a 
regular  basis.  But  most  SUVs  weigh  more 
than  6,000  pounds,  and  now  the  provision  is 
being  used  by  lawyers,  doctors,  and  other  self- 
employed  individuals  to  write  off  SUVs 
bought  for  personal  use." 

These  are  the  biggest  gas-guzzlers  on  the  road, 
and,  if  the  tax  code  is  not  changed,  this  Icx^p- 
hole  will  cost  more  than  $1  billion  over  the  next 
10  years,  according  to  Green  Scissors  2004^^ 
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Human  Development  Lags 
in  Middle  East  and 
North  Africa  Region 

Human  development  indicators  remain 
disappointing  in  the  Middle  East  and  North 
Africa  (MENA)  region,  according  to  the 
World  Bank.  Literacy:  MENA  lags  behind 
Latin  America  and  Asia.  Gender:  Girls' 
literacy  ranks  with  sub-Saharan  Africa,  the 
world's  poorest  region.  Unemployment:  Rates 
are  higher  than  any  other  region. 
Demographics:  In  most  MENA  countries,  half 
the  population  is  under  25  years  old. 
Economics:  Access  to  surplus  oil  revenues 
allows  governments  to  avoid  needed  reforms 
to  create  self-sustaining  economic  growth. 
Human  rights:  The  records  of  most  MENA 
governments  are  poor;  torture  and  lack  of 
due  process  are  common.  Conflict:  Higher 
levels  of  conflict  occur  than  in  other 
regions — from  the  Israeli-Palestinian  conflict, 
to  the  U.S.  occupation  of  Iraq,  the  conflict  in 
Afghanistan,  and  growing  violence 
throughout.^^ 


For  Oil-Dependent  Countries, 

All  Roads  Lead  Back  to  the  Persian  Gulf 

The  Financial  Times  reports  that  "Oil  executives 
accept  that  few  big  finds  remain  to  be  made  and  that 
the  future  will  be  increasingly  dictated  by  the  lead¬ 
ers  in  the  Middle  East,  who  maintain  a  tight  grip  on 
most  of  the  world's  yet-to-be-exploited  fields. 
Meanwhile  the  trusted  old  reserves  of  the  U.S.  Gulf, 
Alaska  and  the  North  Sea  are  showing  signs  of 
age."^"*  About  60  percent  of  the  world's  remaining 
proven  oil  reserves  are  controlled  by  Persian  Gulf 
governments,  and,  of  these,  Saudi  Arabia  controls 
the  most  by  far.  Not  only  is  most  of  the  world's 
remaining  known  oil  found  here,  but  the  oil  is  also 
the  cheapest  in  the  world  to  produce. 

Based  on  projections  of  growing  oil  demand  in  the 
U.S.  and  around  the  world,  the  Energy  Information 
Agency  (El  A)  projects  that  oil  production  in  Persian 


Gulf  countries  will  need  to  more  than  double  by 
2025,  as  will  U.S.  oil  imports  from  the  region. 

OPEC's  share  of  total  world  oil  exports  will  need  to 
increase  from  44  percent  in  2001  to  more  than  60  per¬ 
cent  in  2025. 

This  large  increase  in  output  will  not  be  possible 
without  significant  new  investment  in  the  oil  pro¬ 
duction  capacities  in  the  region.  Since  the  1970s, 
when  oil  production  was  nationalized  throughout 
the  region,  many  of  the  governments  there  decided 
not  to  invest  significantly  in  expanding  their  produc¬ 
tion  capacity,  spending  the  oil  revenues  instead  on 
military  hardware,  public  works,  social  programs,  or 
the  personal  enrichment  of  the  ruling  families.  As  a 
consequence,  the  region's  output  can  be  doubled 
only  if  there  is  a  significant  infusion  of  foreign  capi¬ 
tal  and  expertise— mainly  from  U.S.,  European,  Russ¬ 
ian,  or  Chinese  oil  companies. 

Will  the  Persian  Gulf  and  OPEC  regimes  cooperate? 
They  have  their  own  interests  to  pursue,  which  may 
not  coincide  with  the  interests  of  oil-importing  coun¬ 
tries.  They  are  interested  in  keeping  supplies  tight 
and  prices  high — though  not  so  high  that  people 
stop  consuming  their  oil.  They  are  not  interested  in 
expanding  their  capacity  too  quickly. 

What  will  they  do  with  their  oil  revenues?  Most  are 
relati'.  ely  closed  and  highly  controlled  societies. 
Many  of  the  regimes  are  undemocratic  and  oppres¬ 
sive.  Often  they  have  used  their  oil  revenues  to  buy 
weapons  to  threaten  or  intimidate  their  neighbors. 


Oil  Wealth  Rarely  Trickles  Down 

"Africa  provides  a  stark  example  of  the  per¬ 
verse  effects  of  oil,  documented  in  recent 
reports  by  two  charities,  UK-based  Christian 
Aid  and  U.S.-  based  Catholic  Relief  Services. 
Oil  has  tended  to  concentrate  wealth  and 
power  in  the  hands  of  elites,  fuel  poverty, 
impede  democracy,  and  make  conflict  more 
likely.  It  raises  expectations,  encourages  irre¬ 
sponsible  spending,  crowds  out  other  econom¬ 
ic  activity  and  undoes  planning  as  world 
prices  rise  and  fall."^^ 
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and,  in  the  past,  Libya,  Iran,  and  Iraq 
have  pursued  the  development  of 
weapons  of  mass  destruction.  They  dis¬ 
agree  strongly  with  U.S.  policies  in  the 
Israeli-Palestinian  conflict  and  in  Iraq. 

What  do  the  people  on  the  "Arab  street" 
think?  Popular  sentiment  in  the  region  is 
becoming  increasingly  bitter  against  both 
the  ruling  regimes  and  U.S.  foreign  poli¬ 
cies  in  the  region.  Human  rights  and  pro¬ 
democracy  activists  decry  the  oppressive, 
undemocratic  regimes  which  have  been 
empowered  by  oil  money  from  the  U.S. 
and  the  West.  Meanwhile,  vdolent 
extremist  groups  such  as  al  Qaeda  have 
found  fertile  ground  for  recruitment  and 
have  tapped  into  widespread  social  dis¬ 
content.  They  are  angered  by  what  they 
see  as  a  morally  corrupt,  historic  collusion 
between  the  ruling  regimes  and  Western 
powers,  fueled  by  oil  money. 


As  a  consequence,  the  interests  of  the  oil-  fuel  efficiency  (CAFE)  standards.  It  also  lowered 

consuming  countries  and  Middle  East  oil-producers  highway  speed  limits  to  55  miles  per  hour.  And,  the 

could  diverge  sharply,  and,  as  the  U.S.  and  the  rest  economy  shifted  from  energy-intensive  manufactur- 

of  the  world  learned  in  the  1970s  and  the  1980s,  the  l^ig  to  less  energy-intensive  services, 
oil  spigot  can  be  constricted  or  even  turned  off  with 
devastating  economic  effects  by  either  the 

coordinated  action  of  hostile  governments  or  by  End  the  SUV  Business  Tax  Loophok 

regional  war.  This  could  happen  again  for  any  of  a 

variety  of  reasons.  From  Taxpayers  for  Common  Sense;  "By  tak¬ 

ing  advantage  of  a  loophole  in  the  tax  code. 

Progress  to  Reduce  Oil  small  business  owners  can  deduct  the  full  cost 

Dependence  Stalled  of  a  SUV  from  their  taxes.  The  provision, 

which  allows  deductions  up  to  $100,000  on 
Although  it  still  uses  much  more  oil  than  others,  the  aoy  vehicle  heavier  than  6,000  pounds,  was 

U.S.  is  nonetheless  much  less  oil  dependent  than  it  originally  intended  to  benefit  farmers,  who 

was  three  decades  ago.  As  a  result  of  the  oil  shocks  employ  pickups  and  other  heavy  vehicles  on  a 

of  the  1970s  when  producers  in  the  Persian  Gulf  cut  regular  basis.  But  most  SUVs  weigh  more 

the  supply  of  oil  and  the  price  skyrocketed,  the  U.S.  than  6,000  pounds,  and  now  the  provision  is 

has  made  great  progress  in  using  oil  more  efficiently.  being  used  by  lawyers,  doctors,  and  other  self- 

The  economic  recession  that  resulted  from  the  price  employed  individuals  to  write  off  SUVs 

sheiks  reduced  oil  consumption  throughout  the  bought  for  personal  use. 

economy.  Homeowners  and  landlords  switched 

from  oil  to  gas  heat.  Manufacturers  and  utilities  cut  These  are  the  biggest  gas-guzzlers  on  the  road, 

back  on  burning  petroleum  to  run  factories  and  gen-  ^he  tax  code  is  not  changed,  this  loop- 

era  te  electricity.  Congress  ordered  domestic  auto  hole  will  cost  more  than  $1  billion  over  the  next 

manufacturers  to  dramatically  increase  the  fuel  effi-  years,  according  to  Grem  Scissors  2004}^ 

ciency  of  cars  they  produced  via  corporate  average  _ 
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As  a  result,  from  1977  to  1985,  the  fuel  efficiency  of 
new  cars  increased  40  percent,  U.S.  oil  consumption 
declined  by  17  percent,  and  oil  imports  were  cut  in 
half,  while  the  economy  grew  27  percent.^^  The 
"petroleum  intensity"  of  the  U.S.  economy,  or  the 
ratio  of  the  amount  of  oil  consumed  per  unit  of  gross 
domestic  product  (GDP),  has  continued  to  decline 
steadily  since  then. 

However,  when  oil  prices  fell  in  the  late  1980s  and 
1990s,  Congress  dropped  the  ball.  Federal  gasoline 
taxes  remained  relatively  low,  and  CAFE  standards 


A  War  for  Oil?  Actions 

It  is  impossible  to  discern  whether  President 
Bush's  decision  to  go  to  war  in  Iraq  was  driven  by 
motives  other  than  those  which  he  has  publically 
stated,  but  so  far  none  of  the  official  reasons  the 
Administration  gave  for  going  to  war  have  with¬ 
stood  the  test  of  time  or  close  scrutiny.  Removing 
a  threat  of  weapons  of  mass  destruction?  Remov¬ 
ing  a  terrorist  threat?  Promoting  democracy  and 
human  rights?  If  these  were  the  true  reasons  for 
the  war,  they  were  based  on  very  shaky  evidence, 
deeply  flawed  assumptions,  and  a  large  amount 
of  hubris.  How  could  our  political  leaders  be  so 
gullible  and  naive?  Or  was  there  another  unstat¬ 
ed  objective? 

It  seems  the  most  compelling  explanation  for  why 
the  U.S.  invaded  Iraq  that  has  withstood  the  test 
of  time  is  the  one  that  the  Bush  Administration 
has  gone  to  the  greatest  lengths  to  deny:  oil.  Cer¬ 
tainly  from  a  U.S.  oil-security  perspective,  a  U.S.- 
dominated  Iraq  would  have  many  benefits.  Sad¬ 
dam  Hussein  would  no  longer  control  so  much 
oil  wealth  or  be  able  to  threaten  other  producers. 
U.S.  oil  companies  would  be  let  in  to  develop 
Iraq's  oil  reserves.  The  U.S.  would  have  more 
influence  over  OPEC.  The  U.S.  would  be  in  supe¬ 
rior  strategic  position  to  economic  rivals  such  as 
the  EU,  Japan,  and  China.  The  U.S.  could  assure 
that  Iraq's  oil  would  be  sold  for  dollars  only. 

And,  the  U.S.  would  have  large  military  bases  in 
the  region  from  which  to  influence  events. 


stayed  frozen  at  1985  levels.  Eurther,  CAFE  stan¬ 
dards  had  a  loophole:  light  trucks,  then  a  small  part 
of  the  vehicle  market,  were  allowed  much  lower  fuel 
efficiency  standards.  Soon,  relatively  cheap  gas 
prices  and  massive  advertising  by  automakers 
encouraged  consumers  to  buy  big,  gas-guzzling 
trucks,  vans,  and  off-road  vehicles  to  drive  to  work 
or  pick  up  groceries.  The  Sports  Utility  Vehicle 
(SUV)  was  born— overweight  and  inefficient  but 
cheap  to  build  and  extremely  profitable.  Light 
trucks  (SUVs,  pickup  trucks,  and  minivans)  now 
account  for  more  than  half  of  new  vehicles  sold. 
Meanwhile,  most  other  industrial  countries  moved 


Speak  Louder  than  Words 

Clearly,  Iraq's  oil  wealth  was  of  compelling  inter¬ 
est  for  many  top  members  of  the  Bush  Adminis¬ 
tration  long  before  the  2003  invasion.  President 
Bush,  Vice  President  Cheney,  and  National  Securi¬ 
ty  Advisor  Rice  each  have  held  top  positions  in 
the  oil  industry.  Richard  Cheney,  as  Secretary  of 
Defense  in  the  first  Bush  Administration  and  later 
as  Vice  President  in  the  second  Bush  Administra¬ 
tion,  has  spoken  repeatedly  of  the  threat  Saddam 
Hussein  posed  to  the  region's  oil  production  and 
the  world  by  controlling  the  second  largest  oil 
reserves. 

The  2001  National  Energy  Strategy,  prepared  by  a 
task  force  under  the  Vice  President's  leadership 
in  close  consultation  with  the  oil  industry, 
observes:  "the  global  economy  will  almost  cer¬ 
tainly  continue  to  depend  on  the  supply  of  oil 
from  the  Organization  of  Petroleum  Exporting 
Countries  (OPEC)  members,  particularly  the 
Gulf.  This  region  will  remain  vital  to  U.S.  inter¬ 
ests.  . .  By  any  estimation.  Middle  East  oil  pro¬ 
ducers  will  remain  central  to  world  oil  security. 
The  Gulf  will  be  a  primary  focus  of  U.S.  interna¬ 
tional  energy  strateg)^. . ." 

Now,  more  than  a  year  after  the  invasion,  perhaps 
the  only  objective  that  has  been  successfully 
achieved  in  this  war  is  that  Iraq's  oil  fields  have 
been  secured  intact,  U.S.  oil  services  contractors 
are  on  the  ground,  and  the  oil  is  flowing  once 
again.  Ultimately,  actions  may  speak  louder  than 
words. 
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to  lock  in  their  improvements  in  petroleum  efficiency 
by  increasing  automotive  fuel  taxes.  Drivers  in  the 
United  Kingdom,  for  example,  now  pay  more  than 
$3  equivalent  in  taxes  per  gallon  compared  to  an 
average  tax  of  less  than  40  cents  per  gallon  in  the 
U.S.^^  As  a  result,  today,  far  more  people  in  Europe 
and  Japan  rely  on  public  and  alternative 
transportation  (walking  and  biking)  for  their  daily 
transportation  needs;  public  transportation  systems 
are  far  superior  to  those  in  the  U.S.;  and  cars  and 
trucks  are  much  more  fuel  efficient. 

Today,  the  U.S.  economy  remains  much  less  energy 
efficient  overall  than  the  economies  of  Japan  and 
Western  Europe,  in  large  part  because  of  these  differ¬ 
ent  policy  approaches.  On  average  it  takes  about 
one-third  more  energy  to  produce  a  unit  of  GDP  in 
the  U.S.  today  than  it  does  in  Europe  or  Japan.^^ 

Bush  Administration's  Oil  Strategy 

To  insulate  our  economy  against  future  oil  price 
shocks,  the  Bush  Administration  has  pursued  a 
“supply-side"  strategy  to  increase  oil  production 
domestically  and  strengthen  relations  with  non- 
OPEC  oil-producing  countries  abroad.  If  U.S. 
sources  of  supply  were  diversified  and  non-OPEC 
production  were  increased,  then  OPEC's  power  to 
control  world  oil  prices  would  be  weakened.  This 
approach  underlies  the  National  Energy  Policy 
issued  by  the  Bush  Administration  in  May  2001.^^^ 
Domestically,  the  plan  would  encourage  more 
drilling  for  gas  and  oil  on  public  lands  and  off-shore 
by  providing  tax  and  royalty  incentives,  subsidies, 
and  environmental  regulatory  relief.  This  would 
include  opening  the  Arctic  National  Wildlife  Refuge 
(ANWR)  in  Alaska  to  oil  and  gas  exploration.  The 
Administration  believes  new  technologies,  which 
have  lowered  the  cost  of  both  developing  new 
reserv^es  and  getting  more  oil  out  of  old  reserves, 
will  help  stimulate  domestic  production  and  tem¬ 
porarily  halt  the  decline  of  U.S.  oil  production. 

Overseas,  it  is  no  coincidence  that  the  main  "the¬ 
aters"  of  military  operations  in  the  U.S.  "war  on  ter¬ 
ror"  and  the  war  in  Iraq  are  in  the  oil-rich  Persian 
Gulf  region  or  nearby.  The  U.S.  government  first 
began  covertly  funding  and  training  Islamist  extrem¬ 
ists  in  the  region  in  the  1980s  to  resist  the  Soviet 
occupation  of  Afghanistan,  which  the  U.S.  govern¬ 
ment  perceived  to  be  a  threat  to  Persian  Gulf  oil 


Stop  Subsidizing 
the  Oil  and  Gas  Industry 

Hard  to  believe,  but  U.S.  taxpayers  pump  bil¬ 
lions  of  dollars  into  subsidies  for  the  oil  and 
gas  industry.  Over  the  next  five  years,  oil  and 
gas  companies  will  receive  more  than  $10  bil¬ 
lion  in  tax  breaks.^^  The  energy  bill  currently 
pending  before  Congress  would  provide  even 
more  in  direct  subsidies  to  the  oil  and  gas 
industry.  This,  despite  the  fact  that  in  2003,  oil 
and  gas  producers  reaped  record  profits  from 
soaring  oil  prices.  The  three  largest  oil  compa¬ 
nies,  ExxonMobil,  Royal  Dutch /Shell,  and  BP, 
earned  combined  net  profits  exceeding  $50  bil¬ 
lion.^  Ending  special  tax  breaks  and  subsidies 
for  domestic  oil  producers  would  free  billions 
of  dollars  each  year  that  could  be  used  to  help 
reduce  oil  dependence. 


reserv'es.  A  decade  later,  many  of  these  same 
extremists  formed  al  Qaeda  which  arose  in  reaction 
to  U.S.  and  Western  ties  to  regimes  in  oil-rich  coun¬ 
tries  in  the  region. 

Iraq,  of  course,  sits  atop  115  billion  barrels  of  proven 
reserv'es,  the  second  largest  in  the  world.  Regardless 
of  the  official  stated  purpose  of  the  U.S.  invasion  of 
Iraq,  the  U.S.  government  clearly  did  not  want  Sad¬ 
dam  Hussein  to  continue  controlling  so  much  oil 
wealth. 


Estimated  oil  production  from  ANWR  would  only  slight¬ 
ly  reduce  U.S.  dependence  on  imported  oil,  from  70  pier- 
cent  depiendence  in  2025  to  66  percent. 

-  The  Energy  Information  Administration^ 


To  support  these  and  future  military  operations,  the 
U.S.  has  strengthened  military  ties  (e.g.  provided 
military  aid  and  training,  deployed  troops,  estab¬ 
lished  bases,  sold  weapons,  or  negotiated  security 
agreements)  in  countries  throughout  the  region  and 
nearby,  including  Afghanistan,  Bahrain,  Djibouti, 
Egypt,  Iraq,  Israel,  Kuwait,  Kyrgystan,  Oman,  Pak¬ 
istan,  Qatar,  Saudi  Arabia,  the  United  Arab  Emirates, 
and  Uzbekistan. 
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The  U.S.  has  fleets  deployed  in  the  Mediterranean 
and  the  Persian  Gulf.  It  is  seeking  to  establish  for¬ 
ward  operating  bases  in  Algeria,  Morocco,  and 
Tunisia  and  aircraft  refueling  bases  in  Senegal  and 
Uganda.  It  continues  to  operate  large  bases  in 
Turkey  and  Diego  Garcia  and  is  planning  to  move 
forces  from  Germany  to  new  bases  in  Romania, 
Hungary,  and  Bulgaria  to  the  east,  where  they  will 
be  closer  to  anticipated  zones  of  conflict  in  Central 
Asia  and  the  Persian  Gulf.^'^ 

To  reduce  reliance  on  Persian  Gulf  oil,  the  Bush 
Administration  has  sought  to  strengthen  relations 
with  other  non-OPEC,  oil-rich  countries.  In  2004, 
Defense  Secretary  Rumsfeld  visited  Kazakhstan, 
promising  security  assistance  for  Kazakhstan's  oil 
pipelines  and  facilities  on  the  Caspian  Sea,  where  an 
estimated  7  billion  to  9  billion  barrels  of  oil  were  dis¬ 
covered  in  the  1990s  (the  largest  oil  discovery  any¬ 
where  in  30  years) 

Also  in  2004,  Azerbaijan,  Georgia,  and  Turkey 
signed  a  U.S.-backed  deal  to  build  an  oil  pipeline  to 


High  Gasoline  Prices  Hit 
the  Working  Poor  Hardest 

World  oil  prices  and  especially  gasoline  prices 
here  at  home  have  already  risen  sharply  dur¬ 
ing  the  past  year  due  to  a  wide  variety  of  fac¬ 
tors.  High  gasoline  prices  are  especially  hard 
for  car-dependent  low-  and  middle-income 
workers  who  must  commute  long  distances  to 
work.  Often,  these  households  can  least  afford 
the  newest,  most  fuel-efficient  cars.  Many  are 
car-dependent,  not  by  choice,  but  because  they 
cannot  afford  the  high-priced  housing  near 
their  place  of  work  or  public  transportation 
may  not  be  available  where  they  live  or  work. 
Although,  when  adjusted  for  inflation,  U.S. 
consumers  are  still  paying  less  for  gasoline 
today  than  they  paid  in  the  early  1980s,  this 
provides  little  solace  for  people  struggling  at  a 
time  of  high  unemployment  and  soaring  hous¬ 
ing  and  health  costs.  Any  policy  to  reduce  oil 
dependence  through  gasoline  taxes  must 
include  off-setting  measures  to  mitigate  the 
impact  on  the  working  poor. 


bring  Caspian  Basin  oil  to  ports  on  the  Mediter¬ 
ranean.^^  The  U.S.  government  has  military  ties 
with  each. 

In  2003,  the  U.S.  government  increased  its  military 
aid  and  provided  more  military  trainers  to  Colombia 
to  improve  protection  for  an  oil  pipeline  there,  and 
in  2004,  the  Administration  sought  to  double  the 
number  of  U.S.  military  advisers  and  contractors  in 
the  country.^^  Colombia  exported  about  260,000  bar¬ 
rels  of  oil  per  day  to  the  U.S.  in  2002. 

Next  door  in  Venezuela,  the  Bush  Administration 
has  actively  supported  efforts  to  oust  the  regime  of 
President  Hugo  Chavez.  Venezuela  is  a  key  OPEC 
member,  and  the  Administration  would  prefer  a 
regime  that  is  more  friendly  to  U.S.  interests. 

In  2003,  President  Bush  traveled  to  Nigeria,  the 
largest  oil  producer  in  Africa  and  a  major  oil 
exporter  to  the  U.S.  U.S.  oil  imports  from  West 
Africa  are  expected  to  increase  to  25  percent  of  U.S. 
imports  by  2025.  Most  will  come  from  Nigeria  and 
Angola,  from  whom  the  U.S.  already  imports  almost 
1  mb/d.^^  Reportedly,  the  U.S.  is  considering  build¬ 
ing  a  naval  port  and  air  base  on  the  nearby  island 
nation  of  Sao  Tome  and  Principe,  which  has  poten¬ 
tially  rich  oil  and  gas  deposits  off  shore."^ 

The  Bush  Administration's  intensive,  costly,  and 
provocative  efforts  to  secure  access  to  foreign  oil 
through  military  force  and  building  military  rela¬ 
tionships  primarily  with  oppressive,  undemocratic 
regimes,  and  its  environmentally  harmful  efforts  at 
home  to  increase  domestic  oil  production,  stand  in 
stark  contrast  to  its  insignificant  efforts  to  reduce 
U.S.  oil  dependence.  This  misguided  policy  seems 
certain  to  lead  to  future  oil  insecurity  and  violent 
conflict.  The  U.S.  needs  a  more  sensible  energy  poli¬ 
cy  focused  on  reducing  oil  demand. 

Policies  to  Reduce  Oil  Dependence 

The  current  U.S.  "supply-side"  strategy  is  a  very 
risky  one.  At  best,  it  means  a  large  increase  in  over¬ 
seas  military  presence  and  high  oil  import  bills  while 
still  leaving  the  U.S.  vulnerable  to  market  disrup¬ 
tions.  At  worst,  it  means  more  \4olent  conflict  and 
more  economic  instability. 
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The  Pentagon  Searching 
for  Alternatives 

The  Pentagon  recently  commissioned  a  study 
to  develop  a  strategy  for  eliminating  petrole¬ 
um  imports  within  15  years.  The  resulting 
report  focuses  on  revolutionizing  transporta¬ 
tion  technology — both  civilian  and  military. 
Three  feasible  steps  could  take  the  U.S.  trans¬ 
portation  system  most  of  the  way  off  of  petro¬ 
leum  in  15  years:  (1)  increase  cellulosic  bio¬ 
mass  ethanol  production;  (2)  get  auto  manu¬ 
facturers  to  modify  engines  to  accept  fuel  that 
is  85  percent  ethanol;  and  (3)  switch  the  U.S. 
auto  fleet  over  to  high  miles-per-gallon,  gas- 
hybrid  engines.^® 


The  U.S.  can  and  should  choose  a  different 
"demand-side"  approach.  This  approach  would 
seek  to  make  petroleum  less  important  to  the  U.S. 
and  the  world  economy.  Such  a  strategy  might 
include  some  combination  of  the  following  policy 
options:  (1)  increasing  fuel  taxes  with  offsets  for  the 
working  poor,  (2)  expanding  and  improving  public 
transportation,  (3)  increasing  the  corporate  average 
fuel  efficiency  (CAFE)  of  new  cars  and  trucks,  (4) 
providing  incentives  for  consumers  and  firms  to 
purchase  high-efficiency  vehicles,  (5)  promoting 
renewable  fuels,  and  (6)  inv^esting  in  research  and 
development. 

Increase  fuel  taxes  with  offsets  for  the  working 
poor.  The  International  Energy  Agency  observ^es 
that  the  price  of  oil  has  been  the  most  influential  fac¬ 
tor  affecting  oil  consumption  rates.  The  price  shocks 
of  the  1970s  and  1980s  did  far  more  to  reduce  oil 
consumption  and  carbon  dioxide  emissions  than  all 
of  the  energy  efficiency  and  climate  policies  enacted 
by  the  industrialized  countries  in  the  1990s.'^^  The 
Economist  concludes:  "The  best  way  to  curb  the 
demand  for  oil  and  promote  innovation  in  oil  alter¬ 
natives  is  to  .  .  .  impose  a  gradually  rising  gasoline 
tax.^^ 

Raising  the  price  of  transportation  fuels  (including 
diesel,  gasoline,  and  aircraft  fuel)  by  at  least  $1  per 
gallon,  through  a  gradual  increase  in  fuel  taxes  over 
several  years,  would  be  one  of  the  most  effective  and 


Which  Will  Make  Our  Country  and 
World  More  Secure? 

Some  $11  billion  wasted  on  an  unproven, 
unneeded,  dangerous,  provocative  ballistic 
missile  shield  or  $11  billion  invested  to  reduce 
U.S.  oil  dependence?  What  if,  instead  of 
spending  $200  billion  and  mobilizing  the 
nation  for  war  in  Iraq,  the  President  and  Con¬ 
gress  mobilized  the  country  and  invested  this 
money  to  reduce  U.S.  oil  dependence? 


efficient  ways  to  reduce  U.S.  oil  dependence  and 
begin  to  shift  the  economy  toward  more  secure,  safe, 
energy  efficient,  and  environmentally  sustainable 
energy  and  transportation  systems.'^^^ 

To  improve  the  political  feasibility  of  increased  gaso¬ 
line  taxes,  the  substantial  tax  revenues  should  be 
earmarked  (a)  to  expand  and  improve  public  and 
alternative  transportation,  (b)  to  offset  some  of  the 
cost  of  rising  fuel  prices  for  low  and  middle  income 
households  through  adjustments  to  the  tax  code  or 
the  Earned  Income  Tax  Credit,  and  (c)  to  advance 
other  initiatives  to  reduce  oil  dependence. 

Improve  and  expand  public  transportation.  Robert 
Shapiro,  on  behalf  of  the  American  Public  Trans¬ 
portation  Association,  observ^es:  "If  we  are  serious 
about  weaning  ourselves  from  Middle  Eastern  oil, 
the  data  showing  that  using  rail  to  go  to  and  from 


What  Are  the  Connections? 

The  oil  industry  likes  to  argue  that  the  connec¬ 
tion  between  energy  usage  and  economic 
growth  is  fixed:  as  we  and  the  rest  of  the  world 
get  richer,  we  must  use  more  and  more  energy 
including  more  and  more  oil.  This  argument 
is  as  false  as  it  is  self-serving.  We  have  seen 
that  the  amount  of  oil  we  need  to  produce  a 
given  amount  of  goods  and  services  has 
declined  over  time  and  that  other  countries  use 
much  less  energy  to  produce  each  unit  of  GDP 
than  we  in  the  U.S.  do  now. 
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Building  for  the  Future 

For  information  about  the  status  of  the  FCNL 
Building  Reconstruction  project  and  recent 
photographs,  go  to  our  web  site  at 
www.fcnl.org  and  click  on  the  icon  of  bricks  at 
the  bottom  of  the  page. 
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work  requires  one-tenth  the  energy  of  using  an  auto¬ 
mobile  for  the  same  trip  should  compel  everybody's 
serious  attention."^ 

Increasing  ridership  on  public  transportation 
remains  a  relatively  untapped  source  for  reducing 


U.S.  oil  dependence.  The  U.S.  lags  far  behind  most 
other  industrialized  countries  in  ridership,  yet  public 
transportation  is  clearly  far  more  energy  efficient 
than  private  automobiles.  On  average,  public  trans¬ 
portation  consumes  half  the  energy  of  private  vehi¬ 
cles  in  terms  of  passenger  miles  per  unit  of  energy. 
Electrically  powered  rail  systems  are  even  more  effi¬ 
cient,  using  about  one-tenth  the  energy  per  passen¬ 
ger  mile  as  private  vehicles. 

Today,  public  transit  users  in  the  U.S.  save  approxi¬ 
mately  50  million  barrels  of  oil  per  year.  If  the  U.S. 
increased  its  ridership  to  European  levels  (about  10 
percent  of  daily  travel  needs),  we  could  cut  oil 
imports  by  as  much  as  40  percent  (4-5  mb/d).^^ 
Public  transportation  ridership  has  been  steadily 
increasing  across  the  U.S.,  faster  than  the  use  of  pri¬ 
vate  vehicles.  The  key  to  accelerating  this  trend  is  to 
make  public  transportation  more  convenient,  attrac¬ 
tive,  and  affordable  and  to  make  private  transporta¬ 
tion  more  expensive. 

Raise  fuel  efficiency  standards.  According  to  the 
National  Academy  of  Sciences,  the  present  CAFE 
standards  save  2.8  million  barrels  per  day.^^ 

Today,  the  CAEE  standard  for  cars  is  27.5  miles  per 


Join  Us  in  Taking  a  Stand  to  Promote  Peaceful  Alternatives  to  War 


Peaceful 

Prevention 


RFC 
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Order  FCNL's  new  booklet,  "If  War  Is  Not  The  Answer,  What  Is?  The 
Peaceful  Prevention  of  Deadly  Conflict"  for  your  family  and  friends! 

Put  some  on  the  literature  table  of  your  meeting  or  church,  house  of 
worship,  or  community  center.  A  Spanish  language  edition  now  is 
available. 

The  booklet  provides  a  thorough  introduction  to  the  peaceful  preven¬ 
tion  of  deadly  conflict.  Its  contents  include  frequently  asked  questions, 
concrete  policy  suggestions,  further  resources,  and  examples  of  critical 
conflict  prevention  work  already  underway  around  the  world. 

The  booklet  is  available  free  of  charge  for  up  to  five  copies.  For  orders 
of  more  than  five,  a  $1  per  booklet  donation  is  recommended.  To  order, 
go  to  www.fcnl.org  and  click  on  the  "Special  Publications"  button  on 
the  left  or  call  1-800-630-1330  ext.  142. 

You  can  learn  more  about  ordering  "War  Is  Not  The  Answer"  bumper 
stickers,  yard  signs,  or  auto  sun  screens  at  the  FCNL  web  site.  Click  on 
the  icon. 
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gallon  (mpg),  and  in  2005,  for  light  trucks,  the 
standard  will  be  increased  to  21  mpg  from  the  cur¬ 
rent  20.5  mpg.  Yet,  as  The  Economist  points  out 
"the  average  fuel  efficiency  of  American  vehicles 
has  been  near  a  20-year  low  for  the  past  two 

ff  '^'7 

years. 

Proven  new  technologies,  such  as  high-efficiency 
hybrid-gasoline-electric  and  advanced  diesel 
engines,  now  make  it  possible  to  increase  fuel  econo¬ 
my  dramatically  without  reducing  comfort  or  safety. 
The  increased  cost  of  these  fuel-efficient  technologies 
is  more  than  paid  back  by  gas  savings  over  the  life 
of  the  vehicle.  Reaching  a  combined  average  of  40 
mpg  for  cars  and  light  trucks  over  the  next  decade 
would  reduce  oil  consumption  by  an  amount  rough¬ 
ly  equal  to  what  we  currently  import  from  the  Per¬ 
sian  Gulf  (about  2  mb/d).^^ 

Variations  on  CAFE,  like  "feebates,"  are  also  possi¬ 
ble.  Feebates  are  taxes  paid  by  purchasers  of  cars 
that  exceed  the  fuel  economy  standards.  These  fees 
are  then  rebated  to  purchasers  of  more  fuel-efficient 
vehicles.  A  similar  mechanism,  tradable  credits, 
could  be  set  up  for  manufacturers  who  would  pur¬ 
chase  the  right  to  sell  gas-guzzlers  from  manufactur¬ 
ers  of  gas-sippers.'"^^ 


New  Resource 

U.S.  Nuclear  Weapons  Policies:  The  Choice  Before  Us 

While  the  Cold  War  nuclear  standoff  has  ended,  nuclear  weaponry 
is  again  menacing  humanity.  A  renewed  sense  of  urgency  has 
emerged  relating  to  the  spread  of  dangerous  technology  to  "rogue 
states"  and  their  possible  use  by  "terrorists."  FCNL's  latest  Per¬ 
spective  paper,  U.S.  Nuclear  Weapons  Policies:  The  Choice  Before  Us, 
provides  timely  information  and  analysis  of  policy  choices  related 
to  nuclear  weapons.  It  identifies  the  current  threats  posed  by 
nuclear  weapons,  describes  how  the  Bush  Administration  is  han¬ 
dling  the  threats,  and  offers  alternative  policies  that  will  enhance 
security. 

You  also  can  order  or  read  the  report  as  a  PDF  (Portable  Document 
Format)  file  by  going  to  the  FCNL  web  site  at  www.fcnl.org.  Click  on 
"Special  Publications." 


HISl  Perspectives 


U.  S.  Nucicar  Weapons  Policies: 
The  Choice  B^ore  Us 
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0%  Interest! 

Do  you  have  cash  assets  which  you  do  not 
need  for  current  income  but  wish  to  retain  for 
the  future?  An  Interest  Free  Loan  to  the  FCNL 
Education  Fund  will  preserve  your  capital 
while  generating  investment  income  to  sup¬ 
port  FCNL's  witness  in  Washington. 

FCNL's  investment  policies  avoid  companies 
which  derive  gain  from  military  production  or 
services.  Instead,  we  seek  to  invest  in  compa¬ 
nies  with  socially  and  environmentally 
responsible  practices.  And  the  loan  value  is 
itself  preserved,  available  for  return  to  you  as 
specified  in  the  loan  agreement. 

You  can  make  a  loan  with  as  little  as  $500,  add 
to  it  when  possible,  and  create  savings  for  the 
future. 

Interested?  Contact  Arthur  Meyer  Boyd  at 
FCNL  (phone:  800-630-1330,  ext.  143;  email: 
arthur@fcnl.org). 
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Provide  incentives  to  develop  and  expand  renew¬ 
able  fuels.  Ethanol  from  cellulosic  biomass  (e.g. 
from  naturally  occurring  grasses  or  agricultural  and 
lumber  by-products)  could  supply  as  much  as  25 
percent  of  current  demand  for  gasoline,  at  a  fraction 
of  the  cost  and  energy-intensity  of  corn-based 
ethanol."^^  Taxing  renewable  ethanol  at  a  much 
lower  rate  than  petroleum-based  fuels  could  be  a 
key  way  to  promote  this  alternative. 


Invest  in  research  and  development  to  reduce  oil 
dependence.  Using  hydrogen  in  fuel  cells  to  gener¬ 
ate  electricity  to  run  cars  may  offer  an  important 
alternative  to  oil  dependence  in  the  future.  Howev¬ 
er,  there  are  a  number  of  significant  hurdles  that 
must  be  overcome  before  this  technology  can 
become  an  economically  feasible  substitute  for  oil  on 
a  large  scale.  It  may  take  20  years  or  more  for  fur¬ 
ther  research  and  development."^^ 
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In  2003,  President  Bush  announced  an  important  Expand  tax  incentives  for  fuel  efficient  vehicles, 

hydrogen  fuel  research  and  development  initiative.  While  the  U.S.  develops  other  ways  to  power  trans- 

However,  currently,  it  is  relatively  underfunded  and  portation  decades  from  now.  Congress  can  help 

it  is  focused  primarily  on  developing  nuclear  energy  accelerate  the  transformation  of  the  U.S.  vehicle  fleet 

and  fossil  fuels  to  produce  the  hydrogen.  We  should  today  to  a  higher  level  of  fuel-efficiency  with  incen- 

invest  more  in  fuel  cell  research  and  development,  tives  for  individuals  and  firms  to  get  rid  of  gas-guz- 

but  it  should  be  redirected  toward  developing  zlers  and  to  purchase  high-efficiency  vehicles  that 

renewable  sources  of  hydrogen.  are  available  today. 
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Reducing  Oil  Dependence:  Our  Future,  Our  Choice 


It  is  possible  to  imagine  a  world  where  goods  and 
services,  petroleum  included,  are  traded  freely  and 
the  use  of  military  coercion  by  one  nation  against 
another  is  minimized.  In  a  world  free  of  internation¬ 
al  conflict,  countries  could  freely  buy  and  sell  as 
much  oil  as  they  wanted.  It  would  not  matter  how^ 
oil-dependent  our  economy  is  nor  how  much  we 
import.  We  could,  in  effect,  trust  the  market  to  set 
the  price  and  signal  whether  or  not  it  made  sense  to 
invest  more  in  fuel-efficiency. 

We  do  not  live  in  such  a  wairld.  Our  own  govern¬ 
ment,  in  its  quest  to  achieve  unilateral  global  military 
dominance  and  secure  access  to  global  oil  supplies, 
has  become  one  of  the  greatest  obstacles  to  the  pre¬ 
vention  of  violent  conflict.  It  is  precisely  because  of 
this  that  we  must  reduce  our  petroleum  dependence. 

We  in  the  U.S.  need  to  turn  petroleum  into  pistachios. 
That  is,  w^e  need  to  make  oil  just  as  unimportant  to 
the  economy  as  nuts.  No  politician  would  propose 
invading  and  occupying  a  pistachio-exporting  nation 
in  order  to  secure  our  supply.  If  we  undertake  a 
crash  program  to  dramatically  reduce  the  petroleum 
intensity  of  our  economy,  then  someday  the  idea  of 
occupying  an  oil  exporting  country  may  seem  laugh¬ 
able  as  well. 

As  a  nation  and  as  part  of  the  global  community,  we 
need  to  move  quickly  and  decisively  to  reduce  our 
oil  dependence.  We  have  already  experienced  the 
economic  disruption  and  violent  conflict  that  our  oil 
dependence  can  bring.  These  will  likely  intensify  in 
the  years  ahead  if  we  do  not  change  our  course. 


Instead  of  waiting  for  the  next  crisis  to  send  prices 
soaring,  throw  millions  of  workers  into  the  unem¬ 
ployment  lines,  or  send  thousands  of  troops  to  war 
overseas,  we  need  a  comprehensive  strategy  to 
reduce  oil  dependence. 

Dramatically  reducing  U.S.  oil  demand  would  be  a 
win-win  for  the  economy  and  for  the  prevention  of 
future  wars  over  oil.  Reduced  oil  imports  would 
help  restore  the  U.S.  trade  balance.  Savings  from 
reduced  oil  imports  could  be  reinvested  in  expand¬ 
ing  public  and  alternative  transportation,  reducing 
gridlock,  building  affordable  housing  closer  to  places 
of  work,  and  making  our  cities  more  livable.  More 
jobs  would  be  created  in  the  renewable  fuels  indus¬ 
try,  public  transit  construction  and  operation, 
research  and  development,  and  the  production  of 
energy-saving  products.  The  federal  gov^ernment 
could  save  tens  of  billions  per  year  by  withdrawing 
U.S.  troops  and  armaments  from  the  Persian  Gulf 
region  and  by  ending  subsidies  to  the  oil  industry. 
Our  public  lands  and  seashores  would  be  preserved 
for  future  generations. 

In  the  late  1970s  and  early  1980s,  when  OPEC  drove 
up  the  price  of  oil  and  plunged  the  world  into  a  deep 
recession,  U.S.  consumers  and  businesses  had  a 
strong  incentive  to  cut  consumption,  and  we  did. 
Today,  the  U.S.  can  and  must  resume  this  quest,  only, 
instead  of  OPEC  or  someone  else  forcing  us  to 
change,  we  can  make  this  choice  in  our  own  best 
interest,  at  a  time  of  our  own  choosing,  and  do  it  in  a 
way  that  makes  sense  for  our  country.  ■ 
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